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TAX NEWS
By LOUISE A. SALLMANN, CPA, Oakland Chapter

Any news in the tax field after the 1958
Code Revisions and the Small Business
man’s Tax Act of 1958 seems to be rather
anticlimactic. But there have been a few
refinements since the enactment in Septem
ber, 1958. That is, temporary regulations
have been issued to guide the taxpayer in
making certain elections and to advise him
in the reporting procedure to take advan
tage of some of the provisions of the 1958
amendments.
The first year additional depreciation al
lowance deduction will require full disclos
ure. A statement must be included with
the return giving a description of the prop
erty to which it is applied, the acquisition
date, its estimated useful life (not less than
six years), total cost of each item, and the
portion of cost of each item to be included
in the write-off.
In order to take advantage of the in
creased limitations on medical deductions,
over-sixty-five-year-olds will be required to
disclose the nature of their disabilities as
well as including a statement from their
attending physicians. The determination
as to whether a taxpayer qualifies for the
increased medical deduction will depend
upon the extent of the disability. Certain
tests are described in the temporary rules,
such as, loss of two limbs; progressive dis
eases, such as diabetes, multiple sclerosis
or Buerger’s disease; major loss of heart or
lung reserve; cancer; damage to the brain
or brain abnormality; mental disease; loss
of vision incorrectible in nature; total loss
of speech or hearing.
A taxpayer may now elect in the event
of a condemnation of his residence to treat
the non-recognition of gain as if there had
been a sale. If he wishes to do so, he must
attach a statement to his return indicating
his basis, date of disposition, proceeds, and
cost of replacement.
One of the elections which has been fully
discussed in a previous edition of this mag
azine, taxing of corporate income to its
shareholders, is probably the most spec
tacular of those included in the 1958 amend
ments. Procedures have been much publi
cized. However, there have been some ideas
tossed about which may make the election
more attractive to some taxpayers. Where

the stockholders of the electing corporation
have an operating loss of which they would
like to take advantage but are precluded
from so doing because of the limited basis
of their stock, consider the following. A
stockholder may deduct an operating loss
not only to the extent of his stock basis but
also up to the amount to which the corpora
tion is indebted to him. Thus, if the stock
holder loans additional monies to the cor
poration he may take advantage of such
losses. These losses are of course ordinary
by classification whereas any future gain
created by this reduction of basis of stock
or loans will be capital.
1958 returns with all their possible elec
tions and requirements for full disclosure
promise full files for the Internal Revenue
Service and longer hours for those of us
who prepare them. Each year the gap be
tween the possibility of examination and
acceptance narrows.
(Continued from page 14)
Travel and Entertainment Expenses — by
Richard S. Helstein, C.P.A.—The New
York Certified Public Accountant, Vol.
XXVIII-No. 11-Nov., 1958
This article presents a straightforward
discussion of the basic issues involved in
this area which continues to be very con
troversial.
Mr. Helstein states in the past four
years the Internal Revenue Service has
changed from what might be character
ized as an “easy-going live and let live”
policy to the present “get tough” policy.
The article emphasizes that the law it
self has not changed, but only the method
of its enforcement. As tax laws become
more complex, and abuses in this area
more unreasonable, it was only logical that
the Service should attempt to plug loop
holes which favored one taxpayer as against
another.
In his conclusion the author states most
of the disallowed business expenses in
past litigation have turned on “substanti
ation”. He urges the best way to protect
deductions is to provide proof. If this can
be done the question of whether they are
ordinary, necessary or reasonable will sel
dom be raised, unless they are very ob
viously personal in nature.
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